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1. US considering resumption of Austrian treaty talks--The
Department of State has requested US Embassies London and
Paris to solicit the views of the British and French govern-
ments concerning the advisability of proposing that negotia-
tions on an Austrian peace treaty be resumed. The Department
considers that the issue of an Austrian treaty should be kept
alive both for political reasors in Austria and in order to avert
a Soviet squeeze on Austriz. The Department further believes
that Yugoslav difficulties witk the Cominform may have created 25X 1
a situation which could be used to advantage in negotiations.

Austrians desire recpening of treaty negotiations -~
According to US Legation Vienna, Austr'l'f: :I"‘oreﬁ Minister
Gruber is willing to refrain from bilateral negotiations (with
the USSR) if there is a reasonzble prospect that quadripartite
negotiations may be resumcd soon. Gruber advised the Lega-~
tion of the Austrian Government’s deep concern that Austrian
treaty negotiations be resumed concurrently with any faiure

- . quadripartite discussions on 2 German treaty. Gruber em-
phasized that failure to discuss Austria concurrently with Ger-
many would cause the Austrian peaple “great disquiet’’ and
create grave difficulties for the coalition Government.

(CIA Comment: CIA agrees with Gruber’s analysis of
the effect resulting from a failure to discuss Austria and
Germany simultaneocusly.)
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2. US and UX oppose CFM meeting on Ralian colonies~-US Embassy
Tondon has learned that the British Ioreign Office proposes to
reply to the Soviet note concerning a Council of Foreign Ministers
meeting on the Ifalian colonies that the UX is ready to participate
but doubts the usefulness of such a meeting in view of previcus
four-power disagreement on the subject.

The Department of Sfate proposes to reply to the Soviet
note that 2 CFM meeting is unnecessary and wounld serve no usefil
purpose because of existing differences. The Department sugges:s
that the four powers inform the UN eiﬂugie-ni{xd&gidually or collec- ;_7

tively, of their recommendations, 2°°U N
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EUROPE 25X1

GERMANY: Demonstrations cost western powers presgiige-«-
US Ambassador Murphy observes that from the demonsirations

in the Berlin Assembly two facts have become apparend: (a)
the fixed Soviet intention to destroy the present city gotern-
ment; and (b) the inability of the city government to costinué
functioning at its present location and on a city-wide bisis.
Murphy remarks that the ineffectiveness of the non-Commumnist
Assembly leaders in handling the situation has lost thein nrustige .
He believes, however, that the prestige of the western powers
may have been more importantly affected by toleration oi
disorderly and fllegal interruption of Berlin’s ¢ity govérnment
during the course of the present four-power negotiations in
Berlin.

(CIA Comment: CIA agrees with Murphy’s estitaate of
Soviet intentions in Berlin and believes that the Kremlf: mav
hope to confront the western powers with a fait accomp i in'

Berlin before the current East-West discussions are ctncluded.) 55%1

FRANCE: Serious sirikes unlikely--US Embassy Paris trans-
mits the views of quaiified labor observers that, in the absence

of a large Communist strike fund, the Communists will not be
able to promote strikes similar in proportions to those of Novem-
ber and December 1847. The observers stressed the fact that
despite the dissatisfaction of workers over the wage-price situa--
tion, they are reluciant to engage in more than "wamm;f strikes’’
limited to a few hoars.

(CIA Comment: CIA concurs in this estimate of the

current labor situation in France.)
25X1

YUGOSLAVIA: Posasible Tito-Subas rochement--US Consu-
late Zagreb has learned that Marsha: Tito

recently conferred in Zagreb with Ivan Subasic (former Prime

Minister of the Roval Yugoslav Government in Exile ami leader 05X 1
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of the Croatian Peasant Party). Tito
refused Subasic’s request that the Croatian Peasant Party be
legalized but insisted that Subasic enter the Tito Government
immediately.

(CIA Comment: The participation of Subasic in the
Government, even on Tito’s terms, would substantially itprove
the regime’s position with the Croatian peasants and might fore-
shadow a rapprockement with other Yugoslav peasant groiips.
Through such a rapprochement, Tito would materially st#engthen
his internal position but would render even more remote his |
chances for a comprormise with Moscow.)

AR EAST

. CHINA: Possibillity of Chinese-Soviet understanding --US
Embassy Nanking belleves that Chinese-Soviet conversations
now in progress could develop in the-predictable future invo a
new general understanding between China and the USSR. 'The
Embassy reports that high Chinese officials are largely ¢on-
vinced of the inevitakility of a US-Soviet war and that an in-
creasing number of Chinese hope to see China remain netiral
in such a conflict. The Embassy believes that in order to
obtain Chinese neutrality in the event of war the USSR might
make fairly liberal concessions, including pressure to eni the
civil war on terms acceptable to the National Government The
Embassy believes it probable that most Chinese would lotk
with less disfavor on an alliance with the USSR than with &ny
other nation.

B
- -

Y,

FOR-SECRET
Approved For Release 2006/03/16 : CIA-RDP78-01617A006000040023-3

25X1

25X1




